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FEMORAHIUM FOR: Baputy Coaptroller
HOBJECT ¢ Ascounts Peysble for Headguerters Property Acquisitions

REFIREICES 1 (a) Mosorsadum to the Comptroller, from Chief, Fimunce
Divislon, dsted 17 Aggust 1962, seme mbject

(b) Heserandus to the Camptroller, from Chief, Pinance
Bivision, dated 15 Septebar 1952, same subject

d. On the basis of dissussions betveen FPinence Dvisienm apnd the
Technical Acoounting Stafy, it hes been mutually agreed the reccumendaticns
set forth in paregraph 6, below, should ba mubstituted for thoss comtained
in reforences. lodificetions are made to provide for:

a. Comtimaing to reflect in Agency accourts and finespcial
statements the lisbility for emousts due others for
ropurty subject to Headguarters property meocedurec.

B. Wmﬁm&wﬂd&dﬁmﬁww&SWW
the seee receiving report sasd purchase order.

¢, lostimuing for control purposes, ou & modifisd dasis, the
use of reciprveal accounts for vouchered fund allstment
experditures for property.

2. Tee ret substeptive effect of the propossd changes in procedwres -
in comparisom with existing yrocedures is:

a. Discoptinuance »f sis ead Lmvestigation of reascns
for differences under between meounts of payuenis
and asounts of paysbles.

b. Clarifiestion of respomsibilities for the wein RcE
aoalysls, end sdjustment of aseownts by Pivisions in
the Office of the Comptroller and between the Office
of the Campiroller and the Office of logistics.

¢. Blimtostfon of ithe dupliexte processing snd recording of
fmwmamtywmmswmm
Division and ARD, The Fiacal Divigion propexty axpendiburcs
¥ill be recerded by Fiscel Division in 2 memmer to permit
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weehine metehing with end clearance of the poyehle wecoeded
ik FPisapce Division secounts withoubt action by the Finsace
Division ciber than the preparstion of moathly susmary
vouchers to sdiust residusl halances under #25 and to ciser
matoked item sore Lalances.

3 The recommendstion for discontimusnce of imvectigation of remsons
for differances under §85 on matohed accoumts is predicated upon a con-
clusion thet wmackipe matohiing of purchase order muber and receiving repat
maber for the peysble and for the pmyment tramsacticns provides walid evi-
dence thet basic controls have been mbstantially satizified. This conelu.
&ion 15 based upon the mremise that the real controls aghinet lwproper payment
are exereiged througk the careful audit of lawoizes sagaimst suthemtlc veceiving
reports amd valid purchase orders. As an added safeguard and an additicus)
slement of interzal control, however, it is belisved spy casg in vhich the
dollers 4o not alse match within a ressonable limit (herein reccemended as
amounts of $285 or more) showld e sealyzed to deteredne veasons for the dif-
Tersnee since the normal presusption would be that the payakle and relatod
iwveptory huos Seen vadaratated or overstated. #s farther Justifiention Lo
support the recomsendations set forth in paregraph 5, below, a brief resumc
of the speaifiss of curvent problems in the acocunts payable procedire &s
developed from 4 review of transsctions is set farth in the following peragragh.

k. ‘e review of 1AB tresnsmctlons cocurriag in July 1968, for wvhich
there would have besp & machine maiching of purchese order muber snl recsiving
repert mumibar for both the paysble and the paymsent, revesled that 1Z7 trons~
actions metehed with oo dollar 4ifferences, although in three cuass the Pinsmce
Division did sdjust for dliscounts and taxes, and ) trenssations reflsctud
differences of 3.0 to #3,886.40 between the smount recorded dased an the
involee peyment and the smoumt of the paysble recordsd based on the reseiving
report. The differesces imcluded the following:

&. Oweves cases ($.0%, $.01, $.028, $.03, $.03, $1.60, ad §$5.60)
atiributeble to the fact that the payable from logistiecs
reprasented ina profuct of the mumber of unils times the
wilt price rounded to the nearest mill--a freetionm invelving
rounling typionlly develops whes & trade discount le applied
to the vnit of billing price or when the unit of issue by
Iogisties is differemt than the umit of billing: five of
thes: cages ware in the lattey categary.

b. Fowr csses {$8%.26, $177.75, $630.00, and $3,586.%0)
astributable to line items of property recsived as reflected
L & reveivisg report being omitted fraw the roavable rone-guch
items conseguently were omltted from accoumt 170 and fyom
Iogisties stook record conmtrols.
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<. Five cases (#.00, $15€.27, $212.50, 9697.0%, and $1,836.00)
attiribyteble t0 erronecus puaching of amousts by kogistics~
mu&m&mmmwmmmmm

d.  Taree cases (#3.40, $6.50, and $173.66) sttributsble to
mmmmmwmﬁmwraamw in
the aceounts payable socount.

¢ Two enses (8138.63, and $360.00) sttributadle to duplicste
reccrding Wy logistics of wape receiving report--guch itoms
sonsequently remulted in everstaving sccount 176 and logisties

£.  Ome case (§10.20) attributable to Lagistiee recording 30 unite
a5 received whereas only 20 umits were actually received.

EORE: aawmmmwummexmm
case ilovalved twe separete faetore.

7. The foregolng avalysis revealed twelve ceses (described in sub-
wmag&skbﬁp,mz,m)mw&t&mhﬁtﬁm '

5. In view of the forezsing, it is recommended that:

2. A poidey ba adopted to be offective & b that amy
uﬂemmwmmméﬁsmmwafm

b, The propused Comptroller Im;:umiu and the pro forea
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8. As a matter of general interest, there is attached as Bxhibit A,
a brief synopeis of a procedure analogous in basic control primeiple to that
recommended above which was set forth in Velume 3 of the Navy Comptroller
Manual. It will be observed that this procedure algo embraces the concept
of clewrance without imvestigstion of 1ed acgounts based upon specified
minime dollar and age criteria., Although the recommendations in parsgraph 6,
sbove, do not movide for clearance of ummatoched accounts without investigation,
we do propose to keep the concept in mind for further comsideration if analyses
of transactions of nominal amount suggest that the adoption of such a concept
would be warranted.
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Chief, Finance Division
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Mr. withdrew his reservations hereto on 19 June 1963 following
conference of Mssrs.
5 19 June 1963
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